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Gentlemen: i
This letter is a Final Adverse Determination/Ruling Létter concerning your

claim to be an organization described in Section 501(c)(4) of the Internal
Revenue Code of 1954,

i

Your urganizatio. was organized ‘ under
Chapter l of the General Laws of the State of

on N

Your purposes, as stated in your Articles of Associaﬁlon, are "to market
food, groceries and household items as a retailel', and to do other related

activities, consistent with the laws of the State of’ —."

A review of your activities disclose that your prima"é," activity consists
of selling food, mainly to members at approximately above wholesale
custs. which is geared to cover the operating expenses of the organization.

Section 501(e)(4) of the Code provides for the exemption frow Federal income
tax of civie leagues or organizations not organized fpr profit but operated
exclusively for the promotion of social welfare. J
Section 1.501(ec)(4)-1(a)(2) of the Income Tax Regulacions state. that an
organization is operatedl exclusively for the promotinn of social welfare
if it is primarily engaged in promoting in sore way the common good and
general welfare of the community. An organization coming within the scope
of this seciion 1s one that is operated to bring about civic betterments
and social improvements. ~.

I

In Rev. Rul. 73-349 1973-2 CB 179, the Service held: that an organization
found to puvchase groceries for its membership at th¢ lowest possible:
price, on a cooperative basis, is not exempt as a social welfare organization

as defined in Section 501(C)(4) of the Iuternal Rrveaue Code.



A
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Since your organization's operation is similar.to the organization desc=: .hed
. - P ! . .

in Rev. Rul. 73-349 (supra) you have been determined to be operated primerily
for the benefit of your individual membérs versus the community as a whoe .e.

Theretore, your organization fails to quality for tax exempt siatus as
social welfare organization described in Section 501(c)(4) of the Code.

Your orcanization is required to file Federal Income tax returns on Form 1120,

Sincerely yours,

Associate Chief
Boston Appeals Office
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Centlemen:

We lave cinsioerec your app) cation for recognitibn of exemptt: from
Federal ir-.ome tax uncer secticn 501(c)(4) of the I-ternal Revenue Cors.

T The: eyfdeym:—f- indicates that you were formed as a consumer cnop-rative
associi.ca uxger chapter | of the General Laws of tie State o+
on i

The purpcses for which the organization is formed are: "to market fooc,
roceries, and householo items as s retailer, and *o dc other related
gﬁmtﬂes, cons{stent with the Law of Fﬁé"‘?ﬁﬁ‘xo -

The organization's activities consist of selling food, mainly to members
for approxima::i, W sbove wholesale coe. with the mark up over cost ert
£o0 cover operating expenses. Fooc 1s a'-u sold to the general public at a
'higher mark up tc encourage membership in the ccoperative. Menmberuiin in
the organization ic wupun tc everyone. Members are charged vearl
riembership fees, must make a cegosit equal tc orme week's averac~ purchase,
ana must make a work commitment of two hours per ronth to the cocperstive.
Present menosrshap is approximacely [ percons.

Section 501(c)(4) of the Code provides for the exemption from Federal
income tax of civic leagues or crgarizations nct organized for profit but
operated exclusively for the promotion of social welfare.

Section 1.501(c)(4)-1(a)(2) of the Income Tax Reculations states that an
organization is operated exclusively for iiie prometion of social welfare if
it is primarily engagec in promoting in some way the common gooo a&and
general welfare of the community. An organization coming within the scope
of this section is ore that is operated to bring about civic betterments
and social improvements.
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kevenue Ruling 73-349, 1973-2 C.B. 179 states that an organization formed
to jurchase grocerius for its me bership at the lowest possible prices on &

cooperative basis .5 not exemfpt from tax as a soclal welfare organization

unager section 5C1(c)(4) of the Coce. Such an crgarization is coomed to te
a private cooperative enterprise for the economic ocenefii or convenience of
the members. ]@ Commissioner v. take Forest, Inc. 305 F. 20 814 (4th Cir.

156%) it was hela that a_corporation that provided housing on a cooperative

baslis lackeg the necessary requirements to qualify as described in section
SDI(CT(A) because the organization was essentially a private self help

enterprise with only an incicental benefit to the community as a whole.

Similarly, in the case at hand, this organization is operated primarily for
the private benefit of members anc any benefits to the community are not
sufficient to meet the teguirement nf the regulations that the organization
be operztec primariiy for the commor. nooc and general wz)fare of the
cummunity. Accoraingly, the applicant organization is not exempt from
Feoeral income tax uncer section 561(c)(4) of the Cocde. Nor co you qualify
unaer any other relatec pzragraph of section 501(c). -

“You are regquired to filie & taxalleciveturn Form. 1120 -or: 1041 vwith tre

“ Mistricy” Direct . r of Inte'nal Re.:nuwe Service. Plesse cend-~the“return to ::

the Internal Revenue Servize, P.C. Lox.-if81, .eneral Poui C*fice, Erooklyr.,
NY 112C:.

If you oo not agree with this cetermination, you may request a Conference
with the Regional NDirectur of Appeals by piotesting in accordance with the
enclosec instructions within 30 oays.

Frotests submittec which co nol scntain 2ll the cocumentation statec in the
instructinns will be returneo ror completions.

1. e r. .ot hear from ycu within ths: timz, thic ccterminstion wii' pecome
f.L"’l 1

Sincercly yours,

—

5 -
o

District Directcr

O
O

Enclosure: FPub. 8%%





